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In late 1991, the government announced several changes in fiscal policy designed to reduce the
1992 deficit from the equivalent of 2.5% to 1.5% of GDP, and to cut inflation from the 1991 figure of
81.45%. Tax revenue is expected to increase by about US$60 million per year. President Luis Alberto
Lacalle's government is attempting to obtain approval from the International Monetary Fund for a
US$140 million stand-by loan. Highlights of policy changes effective Jan. 1 are summarized below.
* Employees are required to make larger proportional social security fund contributions. * The
value added tax (IVA) was raised by 1%. * Tax incentives for domestic auto assembly operations
and producers of auto parts were eliminated. * Employer contributions to social security health care
services were raised from 4% to 5%. * Several tax incentives for investors in manufacturing were
eliminated. * Property tax rates were increased. * IVA exemptions on several products have been
eliminated. * Income tax will be levied on bank assets. * The overall reduction in public spending for
1992 is 10%. * By year-end 1992, the state-run telephone company ANTEL and the Pluna airline are
to be partially privatized. Since President Lacalle took office in March 1990, the deficit dropped from
an annualized 6.5% to 2.5% of GDP. (Basic data from Spanish news service EFE, 01/01/92; Agence
France-Presse, 01/04/92)
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